TO:

NYS Procurement Council

FROM:
Steven Cohen, Deputy Commissioner, Empire State Development

DATE:
May 14, 2014

RE:

NYSID Application for Digital Printing Offering
ESD supports the mission of the preferred sources and has approved numerous offering applications requested by the NYS Industries for the Disabled (NYSID).  However, despite our support of the preferred source program, ESD recommends denial of NYSID’s application for Digital Printing by the Procurement Council.  Our agency’s responsibility is to review offering applications to determine if the offering would have a significant impact on a substantial number of NYS businesses.  We also have a responsibility as statutory members of the council to raise other concerns that may arise during the course of our review.

We are requesting that the Council deny this application for the following reasons:

1.  The offering would have a substantial impact on the 2,591 printing firms based in New York.  These companies employ 65,253 in this manufacturing process, paying good wages and providing benefits to this skilled workforce.  Of the 194 printing firms that are MWBE certified, only 12 are not New York businesses.  These 194 firms offer 268 printing products to state agencies and authorities.1
2.  The government marketplace for printing is huge, and appears to be much larger than was reflected in the application.  Printing Industries Alliance (PIA) values the market in New York at all government levels (state and local) at $600 million, and PIA projects that the market will grow to $900 million in the next ten years.  We learned that state agencies and authorities awarded $18.8 million in printing contracts to MWBE vendors alone in FY 2012-13.2  If NYSID receives their targeted market share of 15% of that amount, that is more than twice the $1.2 million in annual sales projected by NYSID.  If MWBEs receive 20% of the printing bids at the state level that would translate into a $22.5 million market just for MWBEs.  

3.  Digital printing refers to the way in which the file is transferred, manipulated, and sent to the press.  Digital press technology is available to printing firms now.  With technology moving increasingly to the use of digital files, and offerings approved forever, product line extensions to include other forms of digital printing are inevitable.  Digital printing specifically is a significant and growing market (see data under the Industry Profile below) and will comprise a larger and larger component of the printing market over time.  Approval of this offering would reduce current and future opportunities for the many existing NYS small business printers, creating a monopoly in the marketplace, limiting competition, and potentially leading to job losses at these NYS firms.

4.  We have received numerous messages from industry representatives, printing companies and legislators stating their opposition to this offering because of the significant potential impact to their businesses, members, and constituents.  ESD’s responsibility as advocates for NYS businesses and our review of the rationale and data have informed our recommendation to oppose this application.

INDUSTRY PROFILE

Printing is a skilled manufacturing process resulting in a custom-made commodity.  New York is fortunate that 2,591 printing firms call New York home, and put 65,253 New Yorkers to work every day in this skilled trade.3      

In New York State approximately 95% of printers are small businesses employing fewer than 100 employees.  These small businesses produce approximately 40% of the total volume of print material in New York State.  About 75% of all printers have digital capacity, and approximately 20-25% of the dollar volume of print materials is produced by digital printing.4
Printing establishments have been on the decline for the past decade, with over 1,100 firms in New York shutting their doors between 2000 and 2010, with a loss of nearly 23,000 jobs in this industry.  Today’s printing firms have to continually invest in technology and equipment, in addition to employee training, in order to remain competitive in the market place. This investment can be significant, and PIA estimates that a $100,000 investment in machinery and equipment results in the employment of an additional full time employee.  Technological changes over the past decade will continue, as new innovative processes demand additional investment from printers who want to continue to survive in this competitive industry.
Positions at printing firms are largely skilled jobs that pay well and offer benefits to their employees such as health insurance (98%), dental insurance, group life, and pension plans.  On the slimmest of margins, these companies continue to invest, employ, and contribute to the New York State economy, employing our neighbors who pay taxes, own homes, and raise their children here in New York.  

LEARNED DURING ESD APPLICATION REVIEW:

Printing is complex, with different processes utilized for cost effective delivery of the product.  Photocopying is an entirely different physical process from printing.  Photocopying is a photographic image made with toner on sensitized paper.  “Digital” refers to the method of electronic file conveyance and manipulation, sent electronically to a press to print the image.  Printing methods continue to undergo significant technological changes, with the newest technology coming on line incorporating digital inkjet technology that will eventually replace offset in its entirety.
NYSID member Northeast Career Planning showcases their corporate partner for copy and reproduction services on their website.  Attached is a page from their site that states that their corporate partner offers “Copy/Digital Printing” services tying “copying” to “digital printing.”  This blurs the lines of what is an approved offering.  Purchasing agents are not trained to differentiate between a photocopied product and digitally printed product.

In the MWBE directory 194 printing companies offer 268 product lines.  Of these, digital printing, computerized printing, and printing/bindery total to 159 of the 194 firms, 82% of the total.

In their application NYSID states:

“Granting Preferred Source status to NYSID for Digital Printing should increase jobs for New Yorkers, since government agencies may otherwise choose out-of-state vendors to meet their printing/reproduction needs.”

However, ESD analyzed data from the NYS Contract System and from the industry in general.  In addition to the industry data from NYS above, of the 216 printing bids awarded to MWBE firms in that fiscal year 188 were to New York based certified MWBEs, and only 28 were awarded to out-of-state firms.  Therefore, we can conclude that state agencies predominantly award printing bids to in-state firms. Firms participating in these contracts are located all over the state: e.g., Bethpage, Vestal, Old Forge, Oriskany, Ithaca, Rochester, Buffalo, White Plains, the Bronx and Albany.
This data makes it quite clear that the marketplace for printing services for NYS agencies and authorities is quite large, the digital printing activity specifically is significant and growing, and that these services are provided by many NYS Small and Minority and Women owned certified firms.  Unquestionably the impact of this offering, if approved, would have a significant impact on a substantial number of NYS printing businesses.  If approved, product line extensions could make that impact even more significant.
ESD recommends denial of NYSID’s offering application for Digital Printing. 
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